Arizona Administrative Register
Notices of Final Rulemaking

NOTICES OF FINAL RULEMAKING

The Administrative Procedure Act requires the publication of the final rules of the state’s agencies. Final rules are those which
have appeared in the Register 15t as proposed rules and have been through the formal rulemaking process including approval by
the Governor’s Regulatory Review Council. The Secretary of State shall publish the notice along with the Preamble and the full
text in the next available issue of the Arizonag ddministrative Register after the final rules have been submitted for filing and

publication.
NOTICE OF FINAL RULEMAKING
TITLE 4, COMMERCE, PROFESSIONS AND OCCUPATIONS
CHAPTER 1. BOARD OF ACCOUNTANCY
PREAMEBLE
1. Sections Affected Rulemaking Action
R4-1-341 Amend
R4-1-341.01 Amend
R4-1-342 Amend

2. The specific authority for the rulemaking, including both the authorizing statute {general) and the statuies the rules are
implementing (specific):
Authorizing statute: AR.S. §§ 32-703 and 41-1072 et seq.

Implementing statute: ARS. §§ 32-721, 32.723, 32-727, and 32-729

3. The effective date of the rules;
September 24, 1997

4. A list of all previous notices appearing in the Register addressing the final rule;
Notice of Rulemaking Docket Opening: 3 A AR, 327, January 31, 1997

Notice of Proposed Rulemaking: 3 A.AR. 262, January 31, 1997
Notice of Supplemental Proposed Rulemaking: 3 A AR, 1314, May 16, 1997
The record was closed July 14, 1997

5. The pame and address of agency personnel with whom persons may communicate regarding the rulemaking:

Name: - Ruth R, Lee, Executive Director
Address: Accountancy Board
3877 North 7th Street-106
Phoenix, Arizona 85014
Telephone: (602) 255-3648, ext. 18
Fax: {602) 255-1283

6. An explanation of the rule, including the ageney’s reasons for initiating the rule:
In 1993, the Arizona Legislature enacted AR.S, § 41-1073 which requires agencies that issue licenses to adopt by rule an over-

all time-frame during which the agency will either grant or deny the type of license that it issues, The Arizona State Board of
Accountancy has adopted these rules regarding the overall time-frame as mandated by this legislation. The rule (A.A.C. R4-1-
341) sets forth the time-frames for completing the Administrative Completeness Review and the Substantive Review, Adoption
of these rules will benefit both the public and the certified public accounting profession. They will enable the professional to be
informed about the requirements necessary for certification in Arizona and will protect the public by ensuring that the profes-
sional has met the standards for licensure in a timely manner. In addition, the rules will expedite the certification process.

7. Ashowing of rood cause why the rule is necessary to promote a statewide interest if the rule will diminish a previous grant of

authority of a political subdivision of this stafe:
Not applicable,

8. The summary of the economic, small business. and consumer impact:
This rale will impact the applicants for licensure because it requires a fee of $100, If an employer chooses to cover the cost
because of the benefit to the entity, it will impact business - small or large. The amount of $100 for 1 or 2 employees would not
be significant enough to impact the consumer. Small businesses may be affected once & person becomes certified by having to
reward a newly certified employee with an increase in salary; however, it may then make it possible to charge more for any
accounting services provided by a certified public accountant. The consumer would morve likely be affected by the actual licen-
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sure as opposed to the fee being charged to accomplish the fact.
9. A description of the changes between the proposed rules, including supplemental notices, and final rules (if applicable);

The significant changes made between the proposed and final rules were to reduce the certification overall time-frame initially
proposed from 300 days to 180 days.

10. A summary of the principal comments and the agency response to them:

The Governor’s Regulatory Review Council staffs preliminary/informal review had raised concern with the length of time orig-
inally proposed for compliance with A.R.S. § 41-1072 et seq. After the Ist hearing held March 10, 1997, and after the informal
review, the Board made subsequent changes in the proposed rules and scheduled a hearing for July 7, 1997. The Beard received
2 letters with comments: 1 requesting more expeditious processing of the application and the other noting the lack of informa-
tion about foreign reciprocity. The Board members are in agreement that the time-frame is appropriate, given the committee and
Board reviews, The 2nd letter did not directly address the time-frame issue. There were no registrants or members of the public
present for oral discussion,

11. Any other matters prescribed by statute that are applicable to the specific agency or to any specific rule or class of rules:

Not applicable.

12. Xncorporations by reference and their location in the ruies:
None.

13. Was this rule previously adopted 2s an emergency rule?
No.,

14. The ful text of the rules follows:

TITLE 4. PROFESSIONS AND OCCUPATIONS
CHAPTER 1. BOARD OF ACCOUNTANCY

ARTICLE 3. CERTIFICATION AND REGISTRATION
PROVISIONS

Section

R4-1-341. CPA certificates; by examination
R4-1-341.01. CPA cenificates; by non-Arizona examinee
R4-1-342, CPA certificates; by reciprocity

ARTICLE 3. CERTIFICATION AND REGISTRATION
PROVISIONS

R4-1-341. CPA. certificates; by examination

A. Application: Upon passing all parts of the examination pre-
seribed by AR.S. § 32-723(C) at 1 sitting or within the 3-
year period prescribed by R4-1-229, a candidate believing
himself or herself to be otherwise qualified under AR.S. §
32-721, may apply for a certificate of certified public accoun-
tant. tont i5-4 i

- The candidate shall complete an
aoplication packet as preseribed by the Board. The applica-
ton packet shall include the following information: appli-

cant’s.. background, personal data and _photograph;
examination scores: education and work_history; university

or_college transcripts to confirm thet the bachelor’s degres
and_reguirements have been completed: employer(s) name.
address and telephone number; authorization for investiza-
tion: and affirmation of truthfulngss.

B. Application fee: Ne—fee-is-required—with-applientions-filed
under-this-Seetion- The application fee for a certificate by
examination is $100.00.

C. Examination: Each applicant for a certificate of certified pub-
lic accountant shall be-required-to pass an examination in
Professional Ethics as prescribed by the Board.

An_applicant for certification_shall submit_an_application

package containing the following items to the Board Office:

1. A completed application form signed by the applicant
and notarized:

=
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2. Other information required by the Board as set forth in
subsection {A) necessary to determine the applicant’s
eligibility: and

3. The application fee,
Within 30 davs of receiving an application package. the
Board shall notify the applicant that the package is either
complete or ingomplete, If the applicant submits the items set
forth in_subsection (D) during the month the Board estab-
lighes the last day to file applications for examination o the
subsequent month, the Board shall have an additional 60 days
1o notify the applicant that the package is either complete or
incomplete. If the package is incomplete, the notice shail
specify what information is missing.
1. Service of any written notice shall be completed in
accordance with R4-1-1 17(FY 12} and {3). Pursuant to
R4-1-455.03(F), the applicant has 30 days 1o respond to
the Board’s request for additional information. If the
applicant fails to timely respond to the Board’s request,
the Board may close the file. An applicant whose file
has been closed and who later wishes to become certi-
fied, shall apply anew.

Within 60 days of receipt of all the missine information,

the Board shall notify the applicant that the application

package is complete.

The Board shall not process an application for certifica-

tion until_the applicant has fully complied with the

requirements of subsection (D).

The Board shall issue a gertification decision no later

than 150 davg after yeceint of a completed application

package. The date of receipt is the postmark date of the
notice advising the applicant that the package is com-

plete,
If the Board finds deficiencies during the substantive

review of the application, the Board may issue a written

request to the applicant for additional information,
The 150-day time-frame for a substantive review for the

issuance of a certificate is suspended from the date of
the written request for additional information pursuant
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to_subsection S _until the date that all information is
received. Service of any written notice shall be com-
leted in accordance with R4-1-11HFYI1NZ) and (3).
Pursuant 1o R4-1-455.03(F), the applicant has 30 days 1o
respond to the Board’s request for additional informa-
tion. If the applicant fails to timely respond to the
Board’s request. the Board shall finish_its substantive
review based upon the information the spplicant has
presented,

7. When the applicant and the Board mutually agree in
writing, the substantive review time-frame may be
extended in accordance with AR.8. § 41-1075.

F. When the Board denies an applicant’s request for certifica:
tion, the Board shall send the applicant written notice

L The reason for denial, with citations to supporting stat-

wes or rules;

2. The applicant’s right to seck a fair hearing to challenge
the denial; and
3. Thetime p_cngcis for appealing the denial.
G. With the exception in subsection (E). the Board establishes
the following licensing time-frames for the purpose of AR.S.
§ 41-1073:
Administrative completeness review tme-frame: 30
days;
2. Substantive review time-frame; 150 davs; and
3. QOverall time-frame; 180 days.

‘m

R4-1-341.01. CPA Certificates; by Non-Arizona Examinee

A. Application: An applicant for certification who sat for the
CPA examination, as prescribed by AR.S. § 32-723(C), out-
side of Arizona, passed all parts of the CPA examination at 1
sitting or within the 3-year period prescribed by R4-1-229,
and who believes himself or herself to be otherwise qualified

under A R S § 32 721 shall a»pg%yéer—a-eeﬁrﬂe&t&@f-eemﬁeé
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p}eteé comn!v wath the annhcattoa reqmrements as set forth

in R4-1-341,

B. Application fee: The application fee for a certificate by a
non-Arizona examinee is $100.00.

C. Examination: Each applicant for a certificate of certified pub-
lic accountant shall be—required-te pass an examination in
Professional Ethics as prescribed by the Board.

D. The provisions set forth in R4-1-341(A), (D), (B}, (F), and
{G) apply to non-Arizona examinees.

R4.1-342.  CPA certificates; by reciprocity

A. Application: A person desiring a certificate as a certified pub-
lic accountant in this-state Arizona on the basis of a certifi-
cate in another state under AR,S § 32‘727 m&st-ﬁeﬁd*a

hali comgly wtth the agghcatmn regznrements as set forth in
R4-1-341.
B. Application fee: The application fee for a certificate by regi-
procity is $56:80 100.00.

C. Examination: Each applicant for a certificate of certified pub-
lic accountant shall pass an examination in Professional Eth-
igs as prescribed by the Board,

D. The provisions set forth in R4-1-341(D) (£). (F), and ()
and the application packet requirements set forth in R4-1-
341(A) apply to applicants seeking certification by reciproc-
itv.

NOTICE OF FINAL RULEMAKING

TITLE 5. CORRECTIONS

CHAPTER 4. BOARD OF EXECUTIVE CLEMENCY

FPREAMBLE
1.  Sections Affected Rulemaking Action
R5-4-101 New Section
R5-4-102 Repeal
R5-4-102 New Section
R3-4-201 New Section
R5-4.301 New Section
R5-4.302 New Section
R5-4.502 Repeal
R5-4-503 Repeal
R5-4-601 Repeal
R5-4-602 Repeal
R35-4-603 Repeal
R5-4-705 Repeal
R5-4-807 Repeal

2.  The specific authority for the ruiemakin

implementing (specific):
Authorizing statute: A.R.S. §§ 31-401 and 31-402

including both the authorizing statute (general) and the statutes the rules are

Implementing statues: AR.S. §§ 31-415, 31-417, 31-442, 38-431.01, 41-1604.11{G), and 41-1604.13(G)
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7.

9.

10.

12.

13.

14.

Notices of Final Rulemaking

The effective date of the rules;
September 22, 1997

A list of alt previous notices appearing in the Register addressing the final rale:
Notice of Rulemaking Docket Opening: 2 A.AR. 1314, March 22, 1996
Notice of Proposed Rulemaking: 3 A.A.R. 342, February 7, 1997
Notice of Supplemental Proposed Rulemaking: 3 A.AR. 1318, May 16, 1997

The name and address of agency personnel with whom persons mav communicate reparding the rulemaking:
Name: Gail Kelsey

Address: Board of Executive Clemency
1645 West Jefferson, Room 326
Phoenix, Arizona 85007

Telephone: (602} 542-5656 ext. 237
Fax: {602) 542-5620

An explanation of the rule. including the agency’s reasons for initiating the rule:
Since the Board does not conduct parole hearings on inmates who commit an offense after January 1, 1994, these rules explain
the current operation of the Board. The implementation of these rules explains the affect on persons other than the inmate. There
are rules that the board will be repealing, since they are exempt pursuant to A R.S. § 41-1005.7.

R3-4-101, Definitions, Defines all terms used throughout the rules.

R5-4.102, Public Comment at Board Hearings. This rule explains public participation at a Board hearing,

R3-4-201, Pardon, This rule explains the process in which an eligible individual may apply for a pardon,

R3-4-301, Rescission Hearings. This rule explains the Board’s hearing process when a request has been submitied to the Board
to rescind a previous decision made by the Board.

R5-4-302. Revocation Hearings, This rule explains the Board’s hearing process when it has been alleged that an inmate has vio-
iated conditions of release.

A showing of good cause why the rule is necessary to promote a statewide interest if the rofe witl diminish 2 previous grant of
authority of 2 political subdivision of this state;
Not applicable.

The preliminary summary of the economic, small business, and consumer impact:
Persons who will be directly affected by the proposed rule making will be the officials and victims that request to be notified of
the status of inmates and parolees. The agency, DPS, FBI and any individual seeking an executive clemency action will bear
some cost from the implementation of these rules. There will be no impact to small businesses, private or public employment
business, agencies or political subdivisions.

A description of the changes hetween the proposed rules, including supplemental notices, and final rules (if applicable):
R3-4-101 Definitions, “Street time”, the words “work furfough”, and “home arrest” were removed throughout this definition.
The Board only has authority to revoke street time when an inmate is on “parole” status. “Warrant”, the language “Board or any
member thereof” was inserted, and the word “parole officer” was deleted, since the Department of Corrections and members of
the Arizona Board of Executive Clemency have the authority to issue a warrant for an inmate’s alleged violation.

R5-4-301 Rescission Hearings. Section (A} deleted the language “a Parole Officer” and inserted the language “Board or any
member thereof”. R3-4-301(A)(4) this sentence was rewritten to read “Accurate or complete information was not available to
the Board when release was granted.”

R5-4.302 Revocation Hearings. Section (A) deleted the language “a Parole Officer” and inserted the language “Board or any
member thereof”. R5-4-302(D)(1) deleted the language “the warrant of arrest be quashed” and the word “shall™.

A summmary of the principal comments and the agency response to them:
The agency did not receive any comments from the public regarding these rules, the changes that were made to the rules were a
result of suggested changes requested by the Board members.

Incorporations by reference and their location in the rules:
Not applicable.

Was this rule previously adopted as an emergency rule:
No.

The full text of the rules follows:
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TITLE 5. CORRECTIONS
CHAPTER 4. BOARD OF EXECUTIVE CLEMENCY

ARTICLE 1. GENERAL PROVISIONS 10. *Street time” means from the time an inmate accepts

parole unti] the time parole is revoked or completed.
11, “Warrant” means a document of written allepations

S
‘75.4-101.  Definitiong

$ACIINIUONS issued by the Department, initiated by the Department
e i m . or Board or any member of the Board on an inmate who
R3-4-102.  Public Comment at Board Hearings is alleged to have violated condition(s) of release.
'ARTICLE 2. EXECUTIVE CLEMENCY ACTIONS 12. “Work day” mesns Monday throuch Friday of each
S week except federal and state holidays.
Section
5-4-201. Pardons R5-4-102.  Definitions Repeafed

ARTICLE 3. REVOCATION

"R5-4-301. Rescission Hearings
5.4-302. Revocation Hearings

ARTICELES-PAROEEREVOCATION

i . -

{ Section
'R5-4-302.  Prelimtinery Hessings Repealed
- R5-4-303. Revoeation-HeasingProeess Repealed

Pardon Repealed
Cemmuiation-of Sentenee Repealed 5

Reprieve Repealed

 Section

- R5-4-807. Wor-Furlough Reveeation Repealed
ARTICLE 1. GENERAL PROVISIONS

v

" R3-4-101, Definitions

In this Chapter, unless otherwise specified:

1. “Applicant” means an individual who asks the Governor H-
to grant g pardon.

2. “Roard” means the Arizonz Board of Executive Clem-
ency (formerly the Arizona Board of Pardons and
Paroie).

3. “Department” means the Department of Corrections,

4. “Inmate” means an individual who is in the custody of

or_under the jurisdiction of the Department, in¢luding

individuals on parole. home arrest work furlough. or
community supervision,

“Pardon” means an action by the Governor that absolves

an_applicant of the legal consequences of the crime for

which the applicant was ¢onvicted.

“Presiding Officer” means gither the Chairperson of the

Board or the Chairperson of a Board panel assigned 1o

conduct a hearing,

“Reseission” means to void a release decision that was

previously granted by the Board.

“Request 1o rescind” means a document gsking the

Board to void 2 decision to grant an inmate 4 release.

9, “Revocation” means an act by the Board to terminate an
inmate’s release status,

i

8

fn
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Public Comment At Board Hearings

During any hearing conducted by the Board. the Presiding Officer
may allow any person to provide oral or written information rele.

vant to the hearing.

R5-4-201,

A.

I

=

fe

2

R5-4-301.

A.

Volume 3, {ssue #42

ARTICLE 2. EXECUTIVE CLEMENCY ACTIONS

Pardon

Unless prohibited by law, an individual who has been con-
victed of a felony gffense in Arizona may apply for 2 pardon

ifthe judement of euilt or conviction has not been vacated or
set aside by a gourt,

JTorequest a pardon. an individual who is not an inmate shall
submit to the Board a completed pardon application obtained
from the Board, The Board, at its discretion. mav re uire the
applicant to submit additional information and documents.

To request a pardon. an inmate shall submit to the Depart-
ment 3 completed pardon application obtained from the
Board. The Department shall review the application and ver-

ify whether the inmate is elizible to apply for 3 pardon. The

Board, at its discration, may require the spplicant to submit

additional information and documents.

After an eligible applicant has completed all application
requirements, the Board shall schedule z hearing and noti
the applicant in writing of the date and time of the hearing.
At the hearing, the Board shall take 1 aof the following
actions:

1 Vote to deny the request for a pardon and notify the
applicant in writing of the Board’s decision within 10
work days, The applicant is not eligible to re-apply for a
pardon for 3 vears from the date that the pardon is
denied.

2. Vote to recommend 1o the Governor that a pardon be

granted_and notify the applicant in writing_of the
Board’s decision within 10 work days.
If the Board votes to recommend a pardon, Board members
who voted in the affirmative shall prepare and send to the

gvernor a letter of recommendation, including reasons for
the Board’s recommendation, Letters of dissent may he re-
pared by the dissenting Board members and sent to the Gov-
ernor.
If the Board’s recommendation is denied by the Governor,

the applicant shall be notified in writing by the Board when

the_decision_is known, The applicant is not eligible to re-

H—M_Mm_____llﬁ_.m__qm__g__ﬂ“m_f
apnly for a pardon for 3 vears from the date that the pardon is

denied,

ARTICLE 3. REVOCATION

Rescission Hearings
To Initiate the rescission process. the Department, the Board,

or.any member of the Board shall submit a reguest to rescind
to the Board. A request to rescind may he submitted for:

|

R-4-302.

A,

w

E’
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Alleged violation of law by the inmate,
Alleged violation of discipline rules of the Department

by the inmate,

Alleged inabilitv of the inmate to meet a condition of
release, or

4. The lack of accurate or complete information availshle
to the Board when the release decision was granted.

After_the Board has a completed reguest to rescind that

includes a list of all documents, items of evidence to be sub-
mitted, and witresses who will be called to testify. the Board

shall schedule a rescission hearing and shall provide timely
notice of the rescission hearing to the inmate and the Depart-

ment.

The rescission hearing shall he conducted by the Board,
Before the start of the rescission hearing. the inmate may
request that the hearing may he continued for good cause, If
the Board finds that good cause exists. the Board shall grant
the request for continuance. Good cavse includes hut is not

limited to:

The inmate wants to obtain legal representation:

The inmate did not receive timely notification of the
hearing: and
The inmate lacked opportunity to question adverse wit-

nesses. supportive witnesses, or_the parole officer or
Department officer who initiated the request to rescind.

At the close of the rescission hearing. the Board shall take 1
of the following actions:

1. FEind that the allepations in the request to rescind are not
true and dismiss the request to rescind, The Board’s pre-
vious decisiop to grant release to the inmate will stand.

2. Find that 1 or more of the allegations in_the request to
rescind are true and void the Board®s previous decision
to_grant r¢leass to the inmate. The inmate shail be held
in the custody of the Department gs provided by law.

3. Find that | or more of the allegations in the reguest to

rescind are true, however. allow the Board’s nrevious

decision to grant release to the inmate stand.
Revecation Hearings

To initiate the revocation process, the Department, the Board,

or any member of the Board shall request that the De artment
issue 2 warrant alleging that an inmate violated a condition of
telease.

After the Department submits a warrant that provides to the
Board a Jist of all documents, items of evidence to be submit-
ted. and wimesses who will be called to testi the Board
shall schedule a revoeation hearine and shall rovide timel

notice of the revocation hearing to the inmate and the Depart-

ment.

The revocation hearing shall be conducted by the Board
B

efore the start of a revocation hearing. the inmate_ma

s ls SUMLola_reveeation heating, the inmate may
request that the hearing be continued for good cause, If the
Board findg that good cause exists, the Board shall grant the
request for continuance, Good cause includes but is not lim-

ited to:
The inmate wants to obtain legal representation:

The inmate did not receive timely notification of the
hearing; and

The inmate lacked opportunity to question adverse wit-
nesses. supportive witnesses. or the parole officer who

initiated the warrant of arrest,

At the close of the revocatign hearing, the Board shall take I

of the following actions:

1. Find that the allegations in the warrant are not true and
direct, ip writing, to the Department that the inmate be
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returned to pardle, home arrest, work furloueh, or com-
munity supervision status.

In the case of an inmate on parole, find that | ormore of
the allegations in_the warrant are frue and revoke the
inmate’s release statns, but place the inmate on home
arrest. The inmate shall be held by the Department
pending release on home arrest,

In the case of an inmate on parole, work furlough. home
arrest. or community supervision, find that 1 or more of
the allegations in the warrant are frue but yeinstate the
inmate’s release status with or without additional condi-
tioms,

In the case of an inmate on parole, work furlough, home
arrest, or community supervision, find that the allega-
tions in the warrant are frue and direct that the inmate’s
release status he revoked, The inmate shall revert imme-
diately to secure custody and be held by the Department
in that status as provided by law,

If an inmate’s parole status is revoked. the Board may recuire
the forfeiture of some or all sfreet time credits earned by the
inmate while on release.

p2

e

b

[

ARTICEE-S-PAROLEREVOCATION

R5-4-302.

A it

R5-4-303. Revoention-hearing-process Repealed
A T . Sed inwritineof this honrine-date.
_B: a aa_3 e a-h ..... ha S Lo # LV
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ARTICEE-6-EXECUTIVE-CLEMENCY-ACTIONS

R5-4-601.

Pardon Repealed
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H:

% Sentenseto Eha Eia 7 Eme*= __ 53“5*95 ;eeemmenéﬁ R5~4—705 In-rhsentio-hrearings Repealed

< g © He--Gata—6 C tl © & . 5 7
; ? R5-4-807. %k—fuﬂeugh—re‘wmm Regeaied

R5-5-603,  Reprieve Repealed
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Sections Affected
R&-22-342
R9-22-701
R9-22-702
R9-22-703
R9-22-705
R&-22-706
RG-22-707
RG-22-709
R9-22.710
RG-22-711
R9-22.715
R9.22-717

implementing (specificy:

The effective date of the rules:
September 22, 1997

October 17, 1997

Notices of Final Rulemaking

NOTICE OF FINAL RULEMAKING

TITLE 9. HEALTH SERVICES

CHAPTER 22. ARIZONA HEALTH CARE COST CONTAINMENT SYSTEM (AHCCCS)

ADMINISTRATION

PREAMBLE

Rulemaking Action

Amend
Amend
Amend
Amend
Amend
Amend
Amend
Amend
Amend
Amend
Armend
Amend

The specific autherity for the rulemaking. including beth the authorizing statute (general) and the statutes the rules are
Authorizing statute: A.R.S. § 36-2903.01(H)

Implementing statutes: A.R.S. §§ 36-2903(N); 36-2903.01()), (K), (L), (), and (0); 36-2904(A), (B), (C), (D), (G5}, (D), (1), (1),
(K), and (M); 36-2908; 36-2909; and 41-1005(A)().

A list of all previous notices appearing in the Register addressing the final ruie:
Notice of Rulemaking Docket Opening: 3 A.A.R. 868, March 28, 1997.

Notice of Proposed Rulemaking: 3 A.AR. 932, April 4, 1997.
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5.  The name and address of agency personnef with whom persons may communicate regarding the rufemaking:

Name: Cheri Tomlinson

Address: AHCCCS
801 East Jefferson, MD 4200
Phoentx, Arizona 83034

Telephone: (602) 417-4198
Fax: (602) 256-6756

6. Anexplanation of the rule, including the agency's reasons for initiating the vule:

These Articles were opened in response to the S-year review report completed in August 1996. Modifications were needed to the
rule language because of contract provisions which are effective October 1, 1997, These rules compliment the content of the
requirements of the RFP.

7. Ashoewing of good cause why the rule is necessary to promote 2 statewide interest if the rule will diminish a previeus grant of

authority of 2 political subdivision of this state:
Not applicable.

8. The summary of the economic, small business, and consumer impact:

The economic impact of the changes on persons directly affected (Arizona Health Care Cost Containment System (AHCCCS),
Arizona Department of Economic Security (DES), providers, contractors, and taxpayers) are nominal. The revisions will poten-
tially benefit all persons directly affected by enhancing the clarity and conciseness of the rule. The changes are made primarily
in response to the S-year review report, and to update payment and coverage responsibilities for the acute care contract period
starting October 1, 1997, and do not change the payment rates or payment methodology for services provided to AHCCCS eli-
gible persons and members.

The economic impact of the change regarding prior period coverage on coniractors is limited, AHCCCS will make capitation
payments to contractors to cover cosis associated with processing and paying the prior period claims. The cutrent expenditures
for these services are not significant, as they constitute approximately 5% of total costs for acute care services provided by
AHCCCS. This change is reflective of Arizona’s competitive government initiative to privatize functions currently performed
by State government, and in the long term offers potential savings as fewer AHCCCS F1Es are needed to process and pay
claims.

A description of the changes between the proposed rules; including su lemental notices, and final rules (if appli s

Article 3: The changes between the proposed rules and final rules are minimal. Grammatical, verb tense, and punctuation
changes were made throughout the Article to make the rule more clear, concise, and understandable.

9.

Article 7: Changes were made to the final rules primarily because of public comment received requesting the rule language be
changed to provide further clarification of changes made to this Article. In addition, grammatical, verb tense, and punctuation
changes were made throughout to make the rule more clear, concise, and understandable.

The differences between the proposed rule and final rule inciude:

» Revised the language in R9-22-703(B)(2)(a) to reflect the change in prior period coverage respansibilities for contractors can-
cerning time-frames for refnsurance claims submission;

o Revised the language in R9-22-703(B)(2)(b) to add “an inpatient hospital claim” and to delete the words “keyed t0”;
e Revised the Janguage in R9-22-703(D) to reflect the Administration’s current practice for recoupment of over payments;

« Revised the language in R9-22-705(A) to reflect the change in prior period coverage responsibilities for contractors concern-
ing time-~frames for claims submission;

« Revised the language in R9-22-705(A)(3) to clarify that hospital claims that are pended for additionat supporting documenta-
tion that is necessary to reach clean claim status, as defined in A.R.S. § 36-2904, shall receive a new date of receipt upon receipt
of the additional supporting documentation;

» Revised the language in R9-22-705(B)(1) to delete the stattory and rule reference;

» Revised the Janguage in R9-22-705(B)(2) to clarify the language regarding contractor responsibilities for emergency services,
specifically emergency behavioral heaith services;

o Revised the language in R9-22-707 to clarify the language regarding a Plans responsibility for MN/MI newborns;

o Revised the language in R9-22-711 to remove the co-payment for nonemergency use of emergency transportation services;
and

« Revised the language in R9-22-717(F) to clarify the time-frame for filing grievances for denials and recoupments.
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« Recoupments of overpayments;

= Contractor payment for MN/MI newborns; and

» The time-frames for filing grievances.

1997, for all health plans and program contractors.

Not applicable.

Not applicable.
14. The full text of the rules follows:

ARTICLE 3. ELIGIBILITY AND ENROLLMENT

Section

R9-22-342. Newbom Enrollment

ARTICLE 7. STANDARDS FOR PAYMENTS
Section

R9-22-701. inistration’

hility: Payments to Contractors
R9-22-702, ibiti

or Eligible Persons
Claims

Payments by Contractors

R9-22.703.
R9-22.705,

R9-22-706.
vided 10 Eligibie Persons
R%-22-707.  Payments for Newborns
R9-22-709.
sion of Emergency and Subsequent esse Care
R9-22.710.

Payments for Non-hospital Services

R3-22-711.  Copayments
R9-22.715,  Hospital Rate Negotiations
R9-22-717.  Hospital Claims Review

" October 17, 1997

» Contractors responsibility for emergency care services;

12. Incorporations by reference and their location in the rules:
42 CFR § 447.205, December 19, 1983, incorporated in R9-22-710,

42 CFR §§ 447.331 through 447.332, July 31, 1987, incorporated in R9-22-710,
13. Was this rule previously adepted as an emergency rule?

R9-22-342.
A.

B.
; ' ; Siabititys
to—contrasters Scope of the Administration’s Lia-

Prohit instch ; Lisibl
persons Prohibitions Apainst Charees to Members

Payments by the Administration for Services Pro-

Contractor’s Liability to Hospitals for the Provi-

Capped Fee-for-service—Payment Fee-for-service
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10. A summary of the principal comments and the agency response o them;

AHCCCS received 9 comments regarding this rule package. These comments all resulted in revisions to the rule language.
Eight of the comments received were requesting rule language be revised to provide further clarification of the following:
* Submission of when claims can be submitted for prior period coverage for contractors and providers;

» Submission of when reinsurance claims can be submitted as it applies to prior period coverage for contractors;

« Contractors date of receipt of inpatient and outpatient hospital claims;

The other comment received concerned the change that involves the program contractors responsibility for medically necessary
services provided back to the date of eligibility. The commentor felt that this change was inconsistent with their current process.
The Agency responded to the commentor that the practice regarding “prior period coverage” will change effective October 1,

11. Any other matters prescribed by statute that are applicable to the specific agency or to any specific rule or class of rules:

TITLE 9. HEALTH SERVICES

CHAPTER 22. ARIZONA HEALTH CARE COST CONTAINMENT SYSTEM (AHCCCS)
ADMINISTRATION

ARTICLE 3. ELIGIBILITY AND ENROLLMENT .

Newborn Enroiflment
A newborn baby is cligible for AHCCCS as specified in R9-
22-339 only when the mother is eligible for AHCCCS-cov-
ered services on the date of the newborn baby's birth.

tERTIE 3

DEe oOTH oot o2

The Contractor is
responsible for notifying the Administration of 2 child’s birth

to an enrolled member. For capitation purposes, as specified
in R9-22-707 and as provided in contract, the effective date

of the newbormn’s enroliment is the date the Administration
receives notification,

1

The Administration shall enroil. a newbom baby sh&}l—-{ae
enrelled with the methes’s contractor with whom the mother

A LALLM LR E L

is enrolled on the date ef-netifieation-effective-the-third-day
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efernetifieation: the Administration receives notification of
the newhorn baby’ s birth,

ARTICLE 7. STANDARDS FOR PAYMENTS

R9-22-701. i ient

S £ tho—Ad i Habititys
ments-to-contractors Scope of the Administration’s Liability; C.

Payments to Contractors
A. The Administration shall bear no liability for the-provisionof
providing covered services fo or the-eempletion-of complet-
ing 2 plan of treatment te for any member or eligible person
beyond the date of termination of sueh the individual’s eligi-
bility or ané enrollment.
B. Al The Administration shall make all payments {o 2 contrae-
confractor in accordance with
the terms and conditions of the centsaets contract executed

R9-22-702. Prohibition-against-chargesio-members-or-eligh
ble-persens Prohibitions Against Charges to Members or Eli-
gible Persons

A,

Ne A contractor, subcontractor, or other provider of care or
services shall not charge, submit a claim, demand, or other-
wise collect payment from a member or gligible person, or a
person acting on behalf of a member or eligible person, for
any covered service except to collect an authorized eo-pay-
mests copayment or payment for additional services. Prepaid
A prepaid capitated eentractors contractor shall have the right
to recover from a mermber that portion of payment made by a
third 3rd party to the member when sueh the payment dupli-
cates AHCCCS paid benefits and has not been assigned to the
prepaid contractor. &aims-made A prepaid capitated contrac:
tor who makes a claim under this provision by-prepaid-capi-
tated—eoniractors shall not execeed charge more than the
actual, reasonable cost for-the-prevision of providing the cov-
ered services.

Providers A provider shall not bill or make any attempt to
collect payment, directly or through a collection agency,
from a-pessen an individual claiming to be AHCCCS ¢ligible
without 1st receiving verification from the Administration
that the pessen individual was ineligible for AHCCCS on the
date of serviess service or that the servicas provided were not
covered by AHCCCS.

A provider, including 2 noncontracting provider, may bill an
eligible person for medical expenses incurred during a period
of time when the eligible person willfully withhelds withheld
material information from the provider or provides gave false
information to the provider pertaining to his the eligible per
son’s AHCCCS eligibility or enrollment status that results-in
dental-of cansed payment due-to-the-fhilure-to-disclose-such
infermation—or—the—proviston—of-false-information: 1o _be

denied.

between the contractor and the Administration and in accor- ~ R9-22-703.  Claims

dance with these rules. A.

C. The Administration shall bear no liability for subcontracts
whieh-the that a coniractor may-exesute executes with other
parties for the provision of either administrative or manage-
ment services, medical services, or covered health care ser-
vices, or for any other purpose. The A contractor shall

indemnify ard hold the Administration harmless from any B.

and all liability arising from these the contractor’s subeeon-
traectsand subcontracts, shall bear all costs of defense of any

litigation over sueh-liability the Hability, and shall satisfy in
full any judgment entered against the Administration in such

eaﬁaeeaeﬂ— !mgat:gn ;nvo!vmg the contractor’s subcontracts

; ; . dod . bk ey ‘
The Administration shall make capitation payments monthly
1o a contractor who meeis the reauirements in ARS. § 36-

2803(N).
E The-Di Ll des—the—Sollow reria—wh

ling- the-defarred Liabik od Redin Aricle3
eftheserules:

1 Hospiakzat £ the-elioibl '
2. Theeffoctivedote-ofenrellment:
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Claims submission 1o contractors. Adl-A_provider shall sub-
mit to a capitated contractor afl claims for services rendered
to members a member enrolled with & prepaid-eenteactor the
capitated contractor, including services rendered during a
prior period for which the capitated contractor is responsible.
shell-be-submitted-te-seh-contbacton:

Claims submission to the AHCCCS Administration.

1. Claims A provider, noncontracting provider, or nonpro-

vider shall ensure that a claim for covered services pro-
vided to an AHCCCS eligible persens—end—enrolled
members—must-be person js initially received by the
AHCCCS Claims Administration not later than nine-9
months from the date of service or 9 months from the
date of eligibilitv posting, whichever is later. Claims
The Administration shall deny a claim not received
within the niat-nine 9-month period from the date of
serviee-shell-be-denied service or 9 months from the date

of eligibility posting, whichever is later. If the a claim
meets the aire 3-month limitation, contrastors;-provid-
ess, the provider, noncontracting providers-and-nonpro-
videss provider, or nonprovider shall file a ¢lean claim
which is received by the AHCCCS Claims Administra-
tion not fater than 12 months from the date of service:
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service or 12 months from the date of eligibility posting,

whichever js later.

2. Exceptions to the 9-month and 12-month rules are:

a. Reinsurance—olaims-shell-not-be-considered The
Adminjstration. shall not consider a reinsurance
claim for payment unless the elaims-sre claim is
received by the AHCCCS Claims Administration
not later than aisne 9 months from the close of the
comndract year in which the claim was is incurred or
9 months after the date of eligibility posting,
whichever is later, If the a claim meets the mine 9-
month limitation, eentractess the contractor shall
file a clean claim which is received by the AHC-
CCS Claims Administration not later than 12
months from the close of the contract year in which
the claim svas—inewrred: is incurred or 12 months
after the date of elisibility posting, whichever is
later.

b, The nine- 9 month deadline for hespitals-will-be

keyed—te an_inpatient hospital claim beging on the
date of discharge en-for each individuatclaim,

C. Claims processing.

1. Eleimswhich-eontain If 2 claim contains erroneous or
conflicting information, exeeed exceeds parameters, fail
fails to process correctly, de does not match the AHC-
CCS files, or reguire requires manuat review in-exder to
be reselve resolved, the-eloims the Administration sheld

be-reperted shall report the claim to the provider with a
ehairreorreetionletter{CELY 2

aremittance advice.

F06- The Administration shall process a hospital claim
in accordance with R9-22-712.

D. Overpayments for AHCCCS services. When an AHCCCS

overpayment is made to a provider, noncontraeting provider,
nonprovider. or contractor, the provider, noncontracting pro-
vider, nenprovider, or contractor is shall notify AHCCCS
that an gverpayment was made. The Administration shall
recoup an overpayment from a fature claim cycle, or, at the
disgretion of the Director. require the provider, noncontract-
ing provider, nenprovider, or contractor responsible to return
the incorrect peyment: payment to AHCCCS,

R9-22-705. Payments by Contractors
A. Gonweeters A contractor shall pay for ail admissions and

covered services rendered to their its members where-such if
the covered services or admissions have been atranged by
their the coniractor’s agents or employees, subcontracting
providers, or other individuals acting on the contractor's
behalf and for—whick if necessary authorization has been

obtained. A contractor shall not require prior authorization
for. medically necessary covered services provided during

any prior period for which the contractor is responsible. Cen-
tractossare A contractor is not required to pay elaims a claim

for covered services that ave is submitted more than six 6
months after the date of the service or_more than 6 months
after the date of eligibility posting, whichever is later for
which-payment-is-elaimed or that are is submitted as a clean
elaims claim more than 12 months after the date of the ser-
vice or more than 12 months afier the date of eli Ibll! 0st-

ing, whichever is later,

1. A coniractor shall reimburse subcontractmg and nen-
gontracting providers for the provision of medically nec-
essary health care services to the ¢ontractor’s members,
within the time period specified by contract between the
contractor and the subcontracting entity or within 60

days of receipt of 4 valid clean claim if a time period is
not specified.

A _contractor shall provide written notice to a provider
whose claim is denied or reduced by the contractor
within 60 davs of receipt of the ¢laim, This notice shall
include a statement describing the provider’s right to:

a. Grieve the contractor’s rejection or reduction of the

¢laim. and

b, Submit a grievance according to Article 8 of these
rules,

3. A contractor’s date of receipt of an inpatient or outpa-
tient hospital claim shall be the date the claim is
received by the contractor as indicated by the date stamp
on the claim, the claim reference number, or the date-
specific number system assigned by the confractor. A
hospital claim shall be considered paid on the date indi-
cated on_the dishursement check. A denied hospital
claim shall be considered adjudicated on the date of its
denial. Claims that are pending for additional supporting
documentation will receive new dates of receipt upon
receipt. of the additional documentation: however,
claims that are pending for documentation other than the
minimum required dogumentation specified in either
ARS § 36-2903.01() or ARS. § 36-2904(K
applicable, will not receive new dates of receint. A con-
tractor and a hospital may. through a contract anproved
in_accordance with R9-22.715(A), adopt a method for

identifying, tracking, and adiudicating claims that is dif-
ferent from the method deseribed in this subsection,

[

B. Paymcnt for medacaily nccessary outpanent serwces

e valid ! clnine iE i odi Ced

2.1. Contracters A gontractor shall refmburse subcontracting
and noncontracting providers for the provision of outpa-
tient hospital services rendered on or after March 1,
1993, at either a rate specified by subcontract or, in
absence of a subcontract, the AHCCCS hospital-specific
outpatient cost—to-charge ratio multiplied by covered
charges.

are-medieally-necessary}-set-forth-in-Ac RS- §-36~
2003014 -and RO-22-742- Subcontract rates, terms,

and conditions are subject to review, and approval or
disapproval pursusst—te under ARS. § 36-
2904(K)(1)(b) and R9—22-715.
A _contractor shall pav for all emergency care services
rendered to its members by noncontracting providers or
nonproviders when the services:
2. Conform to the definitions_of emereency medical
and acute mental health services in_Articles 1 and
12: and
b.  Conform 1o the notification requirements in Article
2.
Payment for inpatient hospital services. Gontrastors A con-
tractor shall reimburse out-of-state hospitals for the provision
of hospital services at negotiated discounted rates, the Ari-
zona average cost-to-charge ratio multiplied by alowed cov-
ered charges or, if reasonably and promptly available, the
Medicaid rate that is in effect at the time services are pro-
vided in the state in which the hospital is located, whichever
is lowest. Centracters A _contractor shall reimburse in-state
subcontractors and noncontracting providers for the provi-

[
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sion of inpatient hospital services rendered with an admission
date on or after March 1, 1993, at either a rate specified by
subcontract or, in absence of a subcontract, the prospective
tiered-per-diemn amount set-forth in A RS, § 36-2903.01 and
R$-22-712. Subcontract rates, terms, and conditions are sub-
ject to reviews; review and approval or disapproval prsaant
o under AR.S. § 36-2904(K)(1)(b) and R9-22-715. This
subsection does not apply to a contractor participating in the
pilot program described in R9-22-718.
- Geﬂ&&etefs—shaﬁmp&y—fef—ai}—emefgemy—e&fe—sm

bsmmm&h&&émmﬁmw%

Payment for observation days Gﬁﬁﬁﬁ&eﬁ A contractor may
reimburse subcontracting and noncontracting providers for
the provision of observation days at either a rate specified by
subcontract or, in the absence of a subcontract, st the AHC-
CCS hospital-specific 0utpatxent cost-to-charge ratic multi-
plied by

covered—services—and—are—medically--neeessary: govered

charges,

E. Review of hospital claims.

1. Ifacontractor and a hospital do not agree on reimburse-
ment levels, terms, and conditions, the reimbursement
levels established pusswast—te under ARS. § 36
2903.01 and R9-22-712 or R9.22.718 shall apply. In
this-ease;-hespitals these cases, a hospital shall obtain
prior authorization from the appropriate contractor for
nonemergency admissions. Fhe A contracter shall con-
sider medical condition of the member, length of stay,
and other factors when issuing its prior authorization. A

contractor shall not reguire prior authorization for medi-

caily_necessary services prov;ded during _any prior
period for which the contractor is responsible. If a con-
tractor and a hospital agree to a subcontract, the parties
shall abide by the terms of their contract regarding utili-
zation control activities that may include prior autheri-
zation of nonemergency admissions. Failure to obtain
prior authorization when it is required shall be cause of
for nonpayment or denial of the claim. Furthesmoze;
hespitals A hospital shall cooperate with a contractor's
reasonable activities necessary to perform concurrent
review and make the hespitals' hospifal’s medical
records, specific to a member enrolled with the contrac-
tor, available for review.

2. Regardless of prior authorization or concurrent review
activities, all hospital claims, to-inelude including out-
lier claims, are subject to prepayment medical review
and post-payment review by the contractor. Post-pay-
ment reviews shall be consistent with ARS, § 36-
2903.01(0), and erroneously paid claims are subject to
recoupment. If prior authorization was given for a spe-
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cific level of care, but medical review of the claim indi-
cates that a different level of care was appropriate, the
contractor may adjust the claim to reflect the mest morg
appropriate level of earersueh care. An adjustment in to
level of care shall be effective on the date when the dif-
ferent level of care was medically appropriate.

3. A contractor and a hospital may enter into a contract
subcontract that inciudes hospital claims review criteria
and procedures different from those in this subsection
which if the subcontract binds both parties and provided
such-contsget meets the requirements of R9-22-7135,

Timeliness of hospital claim payment. & Payment by the a

contractor for inpatient hospital admissions and outpatient

hospital services on and after March 1, 1993, shall be subject
to Laws 1993, 2nd Special Session Ch. 6, § 295 29, as

amended by Laws 1995, 1st Special Session Ch. 5 § 8; Laws
3992~ Chapter-302;-§—H-as-amended-by Laws 1993, 2nd

Special Session Chapter 6, § 27, as amended by Laws 1993,

15t Special Session Ch.5 § 6; and AR.S. § 36-2903.01{H{6).

R9-22-706, Payments by the Administration for Services
Provided to Eligible Persons
A. Payment for emergency and medically necessary non-hospi-

tal outpatient services. The Administration shall make pay-

ments as defined in R9-22-710 for emergency and medically

necessary non-hosnital services provided to eligible persons.

1.  Emergeney For dates of service on or before September
30,.1997, emergency services provided to the indigent,
the medically needy, and eligible low-income children
from the date of notification pursuant to R9-22-313 to
the date of enrollment with a prepaid capitated contrac-
tor shall be paid at the capped fee-for-service rate or
billed charges, whichever is lower. On the date of notifi-
cation to the AHCCCS Administration, the county shall
notify the AHCCCS Administration of the amount of
medical expenses necessary to satisfy the spend down
requirement of R9-22-321 and incurred by the house-
hold, if any, during the period of the Administration's
retroactive liability.

2. Medieally For dates of service on or before Septeniber
30, 1997, medically necessary services provided to cate-
gorically eligible persons and eligible assistance chil-
dren from the effective date of eligibility to the date of
enrollment with 2 prepeaid capitated contractor shall be
paid at the capped fee-for-service rate or billed charges,
whichever is fower less,
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HB. Indian Health Service. The
Administration shall pay IHS the all-inclusive inpatient. out~

patient, or ambulatory surgery rates Qublished in the Federal
Register to-JHS for ABCCCS-covered services provided in

IHS facilrties sh&il—b&%he—same—aﬁ ﬂ%e-a-}i-meiﬁsw&mp&t*em;

efal'kegtsteﬁ Except as prowded in R9 22~708 IHS med:cal
service referrals for eligible Native Americans made to off-
reservation contractors, providers, noncontracting providers,
or nonproviders shall be prior authorized,

R9-22-707. Payments for Newborns

1f the 2 mother is enrolled on the date of the her newbomn baby’s
birth, the a contractor shall be financially liable under the mother's
capitation to provide all AHCCCS-covered services to the new-
born baby from the date of birth to the date of the mother's disen-
rollment or the date of the baby’s enroliment, whichever occurs
1st. However, if the mother is eligible for AHCCCS as an indigent
or medically needy individual, the contractor shail thes have g
maximum liability of 60 days under the mother’s capitation.

R9-22-709.  Contractor’s Liability to Hospitals for the Pro-

vision of Emergency and Subsequent Care

A. For purposes of program and contractor lability, an emer-
gency medical or acute mental health condition of 2 member
shall be subject to reimbursement only until suchtime-as the
patient’s member’s condition is stabilized and the patient
member is transferable, or until the patient member is dis-
charged following stabilization subject to the requirements of
ARS. § 36-290%(E) and Article 2 of these rules.

B. Subject to subsection {A), in-the-eventihat if 2 member can-
not be transferred following stabilization to a facility whieh
that has a subcontract with the contractor of record fellowing
stabilizatien; the contractor of record shall pay for all appro-
priately documented, prior authorized, in-necordance—with
R9-22-785 and medically necessary treatmnent provided sueh
the member prier-te before the date of discharge or transfer in
accordance with payment standards in R9-22-705.

C. Inthe-eventthat If a member refuses transfer from a nonpro-
vider or noncontracting hospital to a hospital affiliated with
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the member's contractor of record, neither the Administration

nor the contractor shall be liable for any costs Incurred subse-

grent-to after the date of refusal svhenif:

1. Subseqguent+e After consultation with his the member’s
contractor of record, the member continues to refuse the
transfer; transfer: and

2. The member has been provided and signs a written
statement, priorte before the date of transfer of liability,
informing hiss the member of the medical and financial
consequences of-sueh-refusal refusing to transfer. If the
member refuses to sign a written statement, thes a state-
ment signed by $we 2 witnesses indicating that the mem-
ber was informed may be substituted.

R9-22-710.  Capped Fee-for-serviceRayment Fee-for-service
Payments for Non-hospital Services
A. Service codes. A The Administration shall maintain a current

copy of the following code manuals shell-be-maintained-on
file at the central office of the Administration for reference
use during customary business hours:

‘1. The Physicians’ Current Procedural Temminology (CPT)
and Health Care Financing Administration Common
Procedures Procedure Coding System (HCPCS) shall-be
utilizedte. These manuals identify medical services and
procedures performed by physicians and other provid-
ers.

3:2, The AHCCCS Transportanon, Supply, Eqmpment and
Appliance codes shall-be-utilized-te. These codes iden-
tify #he applicable servdee services or supplied Hem
items.

43, The International Classification of Diseases.

4. American-Druggist-Blue-Beok Nationally recognized
pharmacy coding manual,

B. Fee schedule. The Administration shall pay providers,
including noncontracting providers, at the lesser of billed
charges or the capped fee-for-service rates specified below in
subsections (B)(1) through (BYS) unless a different fee is
specified by eemtracts contract between the Administration
and the provider, or as is otherwise required by law. Netiee
The Administration shall provide notice of changes in meth-
ods and standards for setting payment rates for services shall
be in accordance with 42 CFR 447.205, Osteber—1+-1987

gffective December 19, 1983, incorporated by reference

herein and on file with the Administration and the Office of
the Secretary of State. This incorporation by reference con-
tains no future editions or amendments.

1. Physician services. Paymeﬂt—sheﬂ—be-iﬂ—aeewéaﬂee—mah
fee Fee schedules for pavment for physicians services
whieh are on file at the central office of the Administra-
tion for reference use during customary business hours.

32, Pharmacy services. Rayment—for—pharmacy—services
shaell-be-in-necordanee-with-fee Fee schedules for pay-
ment for pharmacy services whieh are exempt from rule
making procedures pussuantte under AR.S. § 41-1005,
but are subject to 42 CFR §§ 447.331 through 447,332,
gffective July 31, 1987, which is incorporated by refer-
ence herein and on file with the Administration and the
Office of Secretary of State. These incorporations by

reference contain no further editions or amendments.
43, Dental services,

Payment-shall-be-in-necordance—with
fee Fee schedules for payment for dental services whick
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are on file at the central office of the Administration for
reference use during customary hsiness hours,
$4. Transportation services:

a  Ground ambulance SelVices Pavment-for-ambu-

fgg‘ schedules for paymens for ambulance services
wiieh are on file at the ceqra] office of the Admin-
istration for reference ugg during customary busi-
ness hours. For ambulance providers that have
charges established by the Arizona Department of
Health Services (ADHS), ype foe schedule amount
is 80% of the ambulange providers ADHS-
approved fees for covered services, For ambulance
providers whose fees are pyt ectabilished by ADHS,

B s the fee schedule amount
is 80% of the ambulance yroyiders billed charges

or the capped fae-ft?r—sewice amount for covered
services, whichever is Jegg
b. ”' services. Peyment-for

with-fee Fee schedules for payment for air ambu-
Ience services whieh a7 op file a1 the central office
of the Administration for reference use during cus-

tomary business hours.

¢. Nonambulance services. payment for-nonambi-
Feg schedules for payMment for nonambulance ser-

vices which are on file ot yhe central office of the
Administration for reference yge. during customary

business hours.
63, Medical equipment.

A ; Fee schedules for pay-
ment for medical equipment \heor 2o on file at the cen-
tral office of the Administration for reference use during

customary business hours. iders The Administra-

tion shall be-reimbursed reimpbyiee providers once for
durable medical equipment (DAMEY during any sives
#we 2 year period, unless the A gy inistration determines
that DME replacement within period is medically
necessary for the member. Upless authorized by the
Administration, no more thay gpe 1 repair and adjust-
ment shall be reimbursed during anyuvw& 2-year period.
o Larh-and-periedic—sereening diasnasis-and aatmen

o 3 i

8  Physicind it T1 p
eopped-fee-for-service-rate:

Cost pool and payment. A
The Administration mayv_establish ci:japped feep—fgr-service

medical cost pool i for each county in
which there are capped fee-for-servi physician contractors.
Al The Administration shall Pay all phvsician fees shall-be
paid out of this pool. Fifteen percens of allowable physician
fees shall be withheld in the pool. Ag the end of the a contract
period, the Administration shall diyige any surplus or deficit
remaining in the pool shat-be-ivided cvenly between the
Administration and the participating physicians subject to the
foilowing:

1. The physieien's-withheld Dhysisian withhold shall be
used _to offset t.hf: phyﬁemis physician portion of any
deficit. The-physietans Physiciang shall not be responsi-
ble for any deficit greater thay e aggregate amount

withheld. A# The Administratinn shatl retmurn all with-
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holds not needed to fund a deficit wilkbe-returned to the
physieian physicians on a pro rata basis,

2. The Administration shall divide the physician portion of
any surplus shalt-be-divided-such-that 50 2/3 goes to pri-
mary care physicians and 1/3 to referral physicians.
These portions shall #hen be divided pro rata among the
physicians in each category subject to an upper limit.
The physieien’s physician portion of any surplus is lim-
ited so thet-a referral physieien physicians ean receive
no more than 115% of the Administration’s maximum
allowable fees for their services and & primary care phy-
sicians receive no more than 130%.

Distribution of funds. Annuel The Administration shall make
annua] settlements shall-be-done of the medical cost pool on
an incurred basis. Ineurred The Administration shall estimate
incurred medical costs for the a contract period shall-be-esti-
mated for settiement purposes when theee 3 full months of
paid claim data can be summarized following the end of the
contract period. The settlement shall ocour within 105 days
following the end of the contract period.

The Administration reserves the right to adjust the percentage

of withholding for any individual physician whose utilization

rates are deemed to be excessive based on historical physi-
cian profiles.

R9-22-711. Copayments
A. Contractors shall be responsible for the-eoHeetionof coliect-

ing copayments from members. The following are excluded

from copayment requirements:

1. Prenatal care including all obstetrical visits: ;

2. Well-baby, EPSDT care: ;

3. Members Care In nursing facilities and intermediate
care facilities for the mentally retarded: ;

4. Visits scheduled by a primary c¢are physicizn or practi-
tioner, and not at the request of a members L and

5. Drugs and medications beginning October 1, 1985.

Except as provided in subsection (A), contractors and mem-

bers shall comply with the following copayment schedules:

1. Categorically eligible members

COVERED SERVICES
Doctor’s office or home visit
and all diagrostic and rehabili-
tative x-ray and laboratory
services associated with such
the visit. $1.00 per visit

OPAYMENT

Nonemergency surgery pes
procedure £5.00 per procedure

Nonemergency use of the
emergency room $5.00 per visit

2. Indigent, medically needy, eligible assistance children,
and eligible low-income children members:

COVERED SERVICES COPAYMENT
Doctor’s office or home visit

and all diagnostic and

laboratory services associated

with sueh the visit, $5.00 per visit
Nonemergency surgery $5.00 per procedure
Nonemergency use of the

emergency room $5.00 per vigit

C. Membersshell A contractor shall ensure that a member is not

be denied services because of their the member’s inability to
pay a copayment.
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Hospital Rate Negotiations

hospital services on or after March 1, 1993, contractors that
negotiate with hospitals for inpatient or outpatient services
shall reimburse hospitals for member care based on the pro-
spective tiered-per-diem amount, er the AHCCCS hospital-
specific outpatient cost-to-ehenge charge ratio maltiplied by
abowed covered charges setforth in A.R.S. § 36-2903.01 and

R9-22-712, or at the negotiated rate that, when considered in

the aggregate with other hospital reimbursement levels, does

not exceed what would have been paid pussssm-te under

ARS. § 36-2903.01 and R9-22-712. This subsection does

not apply to hospitals participating in the pilet program under

RS-22-718.

1. Contractors may engage in rate negotiations with hospi-
tals at any time during the contract period.

2. Within 7 days of the completion of the agreement pro-
cess, contractors shall submit copies of their negotiated
rate agreements, to~inelude including all rates, terms,
and conditions, with hospitals to the Administration for
approval. Contractors shatl demonstrate to the Adminis-
tration that the effect of their negotiated rate agreement
will, when considered in the aggregate, be the same as
or witt produce greater dollar savings than what would
have been paid pursuent-te under A.R.S. § 36-2903.01
and R9-22-712.

a.  To demonstrate the aggregate effect of its negoti-
ated rate agreement, contractors shall present their
assumptions related to projected utilization of vari-
ous hospitals to the Administration. The contractor
may consider inpatient assumptions related to:

i.  Membermix;

ii. Admissions by AHCCCS-specified tiers;

iii. Average length of stay by tier and pattern of
admissions, excluding emergency admissions;

iv. Qutlers; and

v. Risk-sharing arrangements.

The contractor also may consider outpatient

assumptions related to member mix and outpatient

service utilization. The Administration regerves the

right to approve, deny, or require mutually-agreed-

to modifications te of these assumptions.

b. When contractors—adjust a_contractor adjusts or
modifies an assemption,

the reason for the adjustment or modification shall

be ineluded; presented to the Administration, as
well as the new assumptions assumption, Any
WW

The Administration mav approve, deny, or require
mutually-agreed-to modification by—the-Adminis-
tration of an assumption.

¢.  To determine whether the 3 negotiated rate agree-
ment predueed produces reimbursement levels that
did do not in the aggregate exceed what would
heve-been bg paid pursuast-te under AR.S. § 36-
2903.01 and R9-22-712, centrasters a contractor
shall require thelr itg independent auditors to evalu-
ate the reasonableness of their its assumptions as
part of the its annual andit. The coptractor shall
ensure that its independent auditor’s audit program
shalb-be is consistent with AHCCCS audit require-
ments and shait-be is submitted 1o the Administra-
tion_for prior eppreved—by—the—Administration
approval.

R9-22-717.

A,

B.
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d.  Negotiated inpatient or outpatient rate agreements
with hospitals with whiek a contractor has a related
party related-party interest are subject to additional
related party disclosure and evaluation. These eval-
uations are in addition to the procedures described
in subsection (A)(2)(c) and shall be performed by
the contractor’s independent auditors, or, at the
contractor's option, additienal-evalustions-rmay-be
performed by the Administration.

¢. The Administration may shall subject a contrac-
tor’s independent auditor’s report to any examina-
tion or review necessary 1o ensure accuracy of any
oF all findings related to aggregate rate determina-
tions.

f.  The Administration shall use its standards, consis-
tent with the Request for Proposals and R9-22-502,
to determine whether a contractor’s inpatient or
outpatient hospital subcontractors will limit the
availability or accessibility of services. The
Administration reserves the right to reject hospital
subconiracts that limit a-member’s the availability
or accessibility of services.

The Administration may negotiate or contract with hespitals
a hospital on behalf of centrasters a contractor for discounted
hospital rates and may require that the negotiated discounted
rates be included in eontraets a subcontract between eontrae-
tors the contractor and hospitels hospital.

The Director shall apportion any cost avoidance in the hospi-
tal component of provider capitation rates between the
Administration and provider. The Administration’s portion
of the cost avoidance shall be reflected in reduced capitation
rates paid to providers.

Hospital Claims Review

The Administration and its contractors shall review hospital
claims whieh that are timely received as specified in R9-22-
703(B).

Eharges A charge for hospital services provided to ap eligible
pessons person during a time when the eligible person- was

not the financial responsibility of the entity-receiving-the
elaim Administration shall be denied.

Personal care items supplied by the—hespitals a hospital,
including but not limited to the following, are not covered
services:

1. Patient care kits; kit

2. Teothbrushes: Toothbrush
3. Toothpaste,

4. Petroleum jelly,

5. Deodorant,
6.

7

8

9

Septi soap,
Razers; Razor,
Shaving cream,
. Slippers,
10. Mouthwash,
11. Disposable razers; razor,
12. Shampoo,
13. Powder,
14, Lotion,
15. &embs; Comb, and
16. Patient gowns: gown,
The following hospital supplies and equipment, if medxcaﬂy
necessary and utilizedy-shelh-be used, are covered services:
1.  Arm Besards; board,
2. DPiapers; Digper,
3. Underpeds; Underpad,
4. Special mettresses matiress and special beds; bed,
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Gloves,

Wrist restrainis; restraint,

Limb helders; holder,

Disposable itesms item used in lien of a durable Hems;

ien,

9. Universal preeautiens; precaution,

10. Stat chaspes; charpe, and

11. Portable eharges charge.

The hospital claims review shall determine # whether ser-

vices rendered were:

1.  AHCCCS-covered services;

2. Medically necessary;

3. Provided in the most appropriate, cost-cffective, least
restrictive setting; and

4. Por clabms with dates of admission on and after March
1, 1993, substantiated by the minimum documentation
specified in ARS. §§ 36-2903.01(J) or 36-2904(K),
whichever is applicable.

If a claim is denied by either the Administration or its een-

tractors contractor, a grievance challenging the denial may be

o v

filed against the entity denving the claim. The grievance shall
be filed no later than 12 months from the date of service, 12
months from the date of eligibility posting, or 35 days from
the date of notice of adverse action, whichever is latest, &t

least-35-days prior-to-the expiration-ef-the-12-month-—time

Any grievance challenging a postpayment review recoup-
ment action reust shall be filed by the provider no later than
12 months from the date of service, 12 months from the date
of eligibitity posting, or 35 days from the date of the notice of
recoupment, whichever is latest,

NOTICE OF FINAL RULEMAKING

TITLE 9. HEALTH SERVICES

CHAPTER 28. ARIZONA HEALTH CARE COST CONTAINMENT SYSTEM (AHCCCS)
ARIZONA LONG-TERM CARE SYSTEM

PREAMBLE

Sections Affected
R9-28-702 Amend
R9-28-703 Amend
R9”28'704 Amend
R9'28‘706 A}nend
R9-28-707 Amend
R9-28-709 Amend
R9.28-710 Amend
R9‘28"71 1 Amend

Rulemaking Action

The specific authority for the rulemaking, inciuding both the authorizing statute (general and the statuies the rules are

implementing {specific);
Authorizing statute: A.R.S. § 36-2932.

Implementing statute: A.R.S. §§ 36-2903.01(L) and (0), 36-2932(J), 36-2942, 36-2944, 36-2945, 36-2947(B), and 36-2948.

The effective date of the rules:
September 22, 1997

A Jist of all previous notices appearing in the Register addressing the final ruje:
Notice Rulemaking Docket Opening: 1 A.AR. 2764, December 22, 1993

Notice of Proposed Rulemaking: 3 A AR. 1016, April 11, 1997

The name and address of agency personnel with whom persons may communicate regarding the rulemaking:

Name: Cheri Tomlinson
Address: AHCCCS
801 East Jefferson, MD 4200
Phoenix, Arizona 85034
Telephone: (602) 417-4198
Fax: (602) 256-6756

An explanation of the rule. including the agency's reasons for initiating the rule:
This Article was opened initially as a result of the 5-year rule review on March 30, 1995. Modifications were needed to the rule
janguage because of contract provisions which are effective October 1, 1997. These rules compliment the content of the require-

ments of the RFP.
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7. Ashowing of good cause why the rule is necessary to promote a statewide interest if the rule will diminish s previous grant of

authority of a political subdivision of this state:
Mot applicable.

8. The summary of the economic. small business, and consumer impact:

The impact of the proposed changes will be nominal, Individuals and entities that will benefit from the enhanced clarity and
conciseness of the proposed language include:

AHCCCS,
ALTCS program contractors, and
ALTCS providers.

Over the long term, the transfer of processing and payment for medically necessary services provided to ventilator dependent
members from AHCCCS to program contractors benefits all parties by streamlining the processing and payment of ALTCS
member claims. The cost of this proposed change is nominal because program contractors already have claims processing and
payment systems in place, and because the costs associated with these services will be included in program contractor capita-
tion payments.

Individuals and entities that were considered but will not be directly affected include:

Taxpayers and the general public;

ALTCS members;

The business community, except for the 2 program contractors that are private business entities;

Political subdivisions;

Local governments, except for the counties that serve as program contractors; and

Other governmental agencies, except for DES/DDD, which is the program contractor for the developmentatly disabled popu-
lation,

9. A description of the chaﬁges between the proposed rules, including supplemental notices, and final rules (if applicable):

a

The changes between the proposed rules and the final rules are minimal. This is primarily due to the fact that AHCCCS pro-
vided stakeholders with a “courtesy copy” of the rule packet prior to the public hearing held on May 23, 1997.

The differences between the proposed rule and final rule include:

Grammatical, verb tense, and punctuation changes throughout;

Revised the language in R9-28-703(B)(1) to clarify that a contractor, provider, or noncontracting provider shatl ensure that a
claim is received no later than 9 or 12 months, as applicable, after the last date of service shown on the claim, or 9 or 12
months, as applicable, after the date of eligibility posting, whichever is greater;

Reorganized the format of the rule language in R9-28-703(C)(1) and (2) to make the rule more clear, concise, and understand-
able;

Cross-referenced the rule to statute in R9-28-710(B) to make the language more comprehensive; and

Revised the language in R9-28-710(C) to include both EPD and DI program contractors, which reflects the Administration’s
current practice.

10. A summary of the principal comments and the agency response to them:

No public comments were received regarding this Article.

11. Any other matters prescribed by statute that are applicable to the specific agency or te any specific rule or class of rules:

Not applicable.

12. Incorporations by reference and their location in the rules:
None. :

13, Was this rule previously adopted as an emergency rufe?
Not applicable.

14. The full text of the rules follows:
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TITLE 9. HEALTH SERVICES

CHAPTER 28. ARIZONA HEALTH CARE COST CONTAINMENT SYSTEM (AHCCCS)
ARIZONA LONG-TERM CARE SYSTEM

ARTICLE 7. STANDARDS FOR PAYMENTS

Section

R9-28-702. Prohibitien-agsinst-charges-to-members-or-eligible
persons Prohibition Against Charges to Members
or Eligible Persons

R9-28.703. Claims

RO-28.704.  Fronsfer-ofpayments Transfer of Payments

R9.28-706. Payments by the Administration for Services Pro-
vided to Eligible Persons

R9-28-707. Program-Centracters-Liabilityte-Doneentracting
Previders Contractor’s Liability to Hospitals for
the Provision of Emergencx and Subsequent Care

R9-28-709. Remsurance

R9-28-710. Capita-
tion Payments to Program Contractors

R9-28-711. Payments Made on Behalf of 2 Program Contrac-

tor; Recovery of Funds; Postpayment Reviews
ARTICLE 7. STANDARDS FOR PAYMENTS

R9-28-702. PRechibitien-against-eharges-to-members-or-eligh

ple-persens Prohibition Against Charges to Members or Eligi-

ble Persons

A. MNe A program contracior, provider, or noncontracting provider
shali not charge, submit a claim, demand, or otherwise collect
payment from a member or eligible person or a person acting
on behalf of a member or eligible person for any covered ser-
vice other than for 2 patient's member’s or eligible person’s

share of cost, authorized se-payments copavment, or payment

for noncovered services. Program-contrectors A program con-
tractor shall have the right to recover from a member that por-

tion of payment made by a thisd 15t or 3rd party to the member
when the-sueh payment duplicates ALTCS:-paid benefits.

B. Pregam—eeme%er&—pfeﬂéefs—{mé A_program contractor,
provider, or nonconiracting previders provider shall not bill
or make any attempt to collect payment, directly or through a
collection agency, from e-persen an individual claiming to be
ALTCS eligible without 1st receiving verification from the
Administration that the person individual was ineligible for
ALTCS on the date of serviees; service, or that serviees ser-
vice provided wwere was not covered by ALTCS: . except as
specified in subsection (A).

C. A program contractor, provider, or noncontracting provider
may bill an eligible person or member for medical expenses
incurred during a period of time when the individual willfully
withheld material information pertaining to his the individ-
ual’s ALTCS eligibility or enroliment.

R9-28-703. Claims

A. Program contractors. All claims for govered services ren-
dered to members 2 member enrolled with a prepaid program
contractor, shall be submitted to sueh the program contractor,

B. Providers and noncontracting pmviders. Al A _provider or

gncontracting provider shali submit all claims for covered
servmes rendered to an eE1g1ble i}ut-—ne’e-vemeﬂeé pefse%by

son 1o the Adm;mstratlon for payment in accordance with
AAeG: R9-22-703 and this Article.

+C, Timelingss, Sleims—for-eovered-services—provided-ALTES
eligible—individuals-by A program contractors;-providers;
contractor, provider, or noncontracting previdess provider

shall ensure that a claim for covered serviges provided fo
Volume 3, Issue #42
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member or_eligible person is be initially received by the
Administration set ng later than nige 9 months after the last

date of service shown on the elaim: claim. or 9 months after
the date of eligibility_posting, whichever is later, Additien-
atly: The Administration shall not consider a claim shall-net
be-considered for payment unless # the claim is received by
the Administration as a clean claim pet no later than 12
months after the last date of service shown originally on the
elainr claim, or 12 months after the date of eligibility post-
ing, whichever is iater.

1. Reinsurance claims shall be submitted to the Adminis-
{ration in accorda ce with R9—22—7 3,

2.

ei—aim—-ﬂae The date of recexpt of 3, clalm is the date the

Administration receives the claim. Only-elaimsreceived
bythe The Administration shall consider for pavment
only claims received in accordance with the provisions

of this Seetion shatt-be-considered-for-payment: Section,

R9-28-704. Fransfer-of-payments Transfer of Payments

A. Payments permitted. Whes In_the following_ circumstances
and when in the best interests of the state, the Administration
or its contractors shall be-made make pavments to other than
the a program contractor, prevides provider, or noncentract-
ang Wéew&%*sﬁeébekw provider:

When payment is mmade in accordance with an assign-
ment to a government agency or an assignment made
pursuantte under a court order; or

2. When payment is smade to & business agent, such as 2
billing service or accounting firm, er that renders state-
ments and receives payment in the name of the program
contractor, noncontracting provider, or provider, provid-
ing that the agent's compensation for this service is;

a. Reasonably related to the cost of processing the
statements; and

b. Not dependent upon the actual collection of pay-
ment.

B. When in the best interests of the state, the Administration or
1ts contractors shall make payment to physicians; dentists a
primary care provider, dentist or other health care prefession-
als-shail-be-made professional as follows:

1. To the employer of the physieian,-dentist primary care
provider, dentist or other health professional, if such
pezson the health care professional is required, as a con-
dition of employment, to turn over fees to his-erher the
employer,

2. To afoundation, plan, consortium, or other similar orga-
nization, including a health care service organization,
whieh that furnishes health care through an organized
health care delivery system, if there is a contractual
arrangement between the organization and the persen
health care professional furnishing the services under
which the organization bills or receives payment for
such the services.

C. Paymenis prohibited. Program-contraciorsprovidess A pro-
gram _contractor, prowder, or noncontracting pfcwrée;s—afe

provider shall not assign all or part

of ALTCS payments for covered services furnished to a

member or eligible person to any party other than the pre-

wider program contractor, provider, or noncontracting pro-
vider except as specified in this Section.
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D. Prohibition of payments to factors. Paysent A program con-
tractor, provider. or noncontmctmg provider shall not make
payment for covered services furnished to a member or eligi-
ble person by-a-prograrn-contracior-provider-or-poneontract-
ing-proviger-shell-not-be-made-te; fo or through a factor,
either directly, or by virtue of a power of attorney given to
the factor.

R9-28-706. Payments by the Administration for Services
Provided to Eligible Persons
A. Payment for medically necessary outpatient services.

1.  Medieally The Administration shall pay for medically

necessary oufpatient services provided to eligible per- o £ Llonlth Servi et ot
sons from the effective date of eligibility to the date of : ’

enrollment with a program contractor sheli-be-peid at the € Payment-for-covered-hospital-ser Haes POy ided-to-eligible

negotiated rate, capped fee-for-service rate, or billed
charges, whichever is Jowes lowest.

2. Eligible persons residing in areas that are not served by
ALFES program contractors shall be eligible for
ALTCS covered services. Payment The Administration
shall make pavment for medicaily necessary outpatient
services provided to sueh these individuals shell-be
made at the negotiated rate, capped fee-for-service rate,
or billed charges, whichever is jower lowest.

3. Medisally The Admmistrat:gn shall pay for medically
necessary outpatient services provided to eligible per-
sons er-members by out-of-state providers shell-be-paid
at the capped fee-for-service rate pusseentie ynder R9-
28-T08 or the Medicaid rate that is in effect at the time

services ave provided in the state in which the provider tion-shatl-eontinse-for-alt-admissions-prior-to-Mareh1;

is located, whichever is lower. 1993 -including—such-admissions-with-discharge—dates

B.  The Administration shall make payment in accordance with on-or-afier Mareh-1-1993-
R8-22-712 for covered hospital services provided to eligible B C.Limitation on payment for hospital services. The Administra-
persons on or after March 1,1993. tion may limit payment for hospital services fuornished to hos-

pital inpatients who require a Jower covered level of care,
such as nursing facility services, for to the cost of the lower

or altematxve %evels level of care, ﬂ&aﬁs—-sewxees famnsheé—%e

when
the Director or kis designee determines sueh the less costly
alterpatives alternative could and should have been wiitized
used by a hospital,

R9-28-707. Prosram-Coniractor's-Linbility-to-Noneontraet

mg-Fv&wde-Fs ontracter’s Liability to Hospitals for the Pro-

vision of Emergency and Subsequent Care

A. For-purposes—ef The program contractor Hebility—en s

responsible for providing emergency medical or acute mental

behavioral health esnditionshali-be-subjectto-reimbursement
care to a member only until sueh the time as the potient's
member’s condition is stabilized and the patient member is
transferable, or until the patient member is discharged fol-
lowing stabilization subject to the requirements of A.R.S. §
36-2905(B) and Article 2 of this Chapter,

B. Subject to subsection (A), in-the-event-that if a member can-
not be transferred following stabilization to a facility which
that has a subcontract with the a program contractor, fellew-
ing-stabilizetion; the program contractor shall pay for ali
treatment that is appropriately documented, medically neces-
sary treatment, prier and prior authorized in accordance with
R9.22-705, provided sueh to the member prerte before the
date of discharge or transfer in accordence with payment
standards in R9-22-703.

C. Intheevent-that If 2 member refuses transfer from a noncon-
tracting provider institution to an institution affiliated with
the member's program contractor, neither the Administration
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nor the program contractor shall be liable for any costs 5. A_program_contractor shall make available to the
incurred subsequent to the date of refusal when: Administration upon request documentation to suppori:
1. Subsequent to consultation with his the member’s pro- a. The services provided
gram contractor, the member continues to refuse the b.  The reimbursement for those services, and
sransfer; and c
; . ) . . ¢ Altempts to recover the co ices fr
7 The member hes-been is provided and signs a written other payors stof those services from
statement, prierte hefore the date of transfer of liability 6. The Admini . .
- ont, pi . ty, 6. ministration may require contractual terms that
informing his the member of the :ped:cal and financial prescribe special reinsurance requirements for cata-
consequences of such-refusat refusing fo transfer. If the strophic cases. The requirements may include:
member refuses to sign & the written statement, thest a a  Conditions under which 2 ¢ase is considered cata-
statement signed by #we 2 winesses indicating that the strophic 4l
member was informed may be substifuted. b saphic, . )
b. Claim and documentation requirements, and
R9-28-709. Reinsurance ¢.  The method and amount of reimbursement for cata-

A.

Program contractor acquired refnsurance. A program con- strophic cases,

tractor mmay obtain reinsurance for coverage of eapitated C:  Ceinsuranee-and-deductible-levels-for-eligible-members:
smembers: services provided to members enrolled with the i ; o eennss
program, contractor. A_ﬁegf&m—eeﬁ&ae%ef—shﬂﬂ‘mf'ﬁbfﬂ*ﬁ

stances:
‘Administration reinsurance. For purposes of the Administra-
tion’s reinsurance program, the insured entity shall be a pro-
gram confractor.

%WM%%WHW

ave-been-ineurred-guring-Hhe-eontrad Ar-OF-SHeH-pPa

34 PR A

deduetibletevel
1. Reimbursernent of covered services shall be subjectio a

deductible as specified in contract. The deductible shall

be reset at the beginning of each contract year and when
a member_changes program cORMractors. Allowable

costs in excess of the deductible arpount shall have a
reinsurance percentage as specified in contract applied
1o calcylate the reimbursement amount, Medicare and
other 1st-and 3rd-party payments shail be deducted from
allowable costs_before calculating the reimbursement
amount,

2. Acute inpatient and psychiatric facility services pro-
vided while 2 mernber is enrolied with a _program ¢on-
tractor are covered services for purposes of reinsurance
reimbursement,

3. Services reimbursed under the reinsurance benefit are
subject to medical review by the Administration, Reim-
bursement may be denjed, payment levels reduced, or
financial sanctions imposed npon a program contractor
when medical review results in identification of services
that could have been provided ina Iess costly, medically
appropriate_manner. Medical review and resulting
adjustments to_reimbursernent shall be in sccordancs
with contract,

Inpatient encounter data submitted by 2 program con-

tractor shall be used by the Administration to identify

reinsurance cases that exceed the deductible amounts
and are subject to reimbursement.

=
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Capitation Payments to Program Countractors
A. Al The Administration shall make al} payments to z program
contractor in accor-
dance with the terms and conditions of eentraets the contract
executed between the program contractor and the Adminis-
tration and in-seeerdanee-with this Chapter.

B. Gﬁpﬁ&ﬁ%ﬁ-ﬁh&ﬂ%ﬁ&ﬁ The Administration shall pay capita-
tion monthly fo %hese a prog:am eeﬁtmeterrs contractor who

sh&l%be-«p&xé The Admm[stratmn sha1§ pay a pmgram con-
tactor a capitated amount per enrolled-individual member
per month. Administrative costs shall be incorporated into
the capxtatmn payment amount.

R9-28-711, Payments Made on Behalf of 2 Program Con-

tractor; Recovery of Funds; Postpayment Reviews

A. The Administration may make payments on behalf of a pro-
gram contractor and may recover funds from a program con-
tractor or subeontraeting provider in accordance with
standards set-forth in A-A-8: R9-22-713. For purposss of this
Section, the term “contractor” as it appears in A-A:G: R9-22-
713 shall-mesn means “program contractor”,

B. The Administration shall conduct postpayment reviews of
claims paid by the Adminisiration and shall recoup any mon-
ies erroneously paid. Program contractors may conduct post-
payment reviews of ¢laims paid by program contractors and

R9-28-710. Capitated—payments—to—program—coniractors may recoup any monies erroneously paid.

NOTICE OF FINAL RULEMAKING
TITLE 15. REVENUE

CHAPTER 5. DEPARTMENT OF REVENUE
TRANSACTION PRIVILEGE AND USE TAX SECTION

PREAMBLE
1. Sections Affected Rulemaking Action
Article 4 Amend
R15-5-403 Amend
R15-5-404 Amend
R15-5-406 Amend

2. The specific authority for the rulemaking, including both the authorizing statute (general) and the statutes the rules are
implementing (specific};

Authorizing statutes: AR.S, §§ 42-105, 42-1303
Implementing statute: AR.S. § 42-1310.13

3. Theeffective date of the rules:
September 22, 1997

4. Alist of all previeus notices appearing in_the Register addressing the final rule:
Notice of Rulemaking Docket Opening: I A.AR. 1781, October 6, 1993,

Notice of Rulemaking Docket Opening: 3 A.AR, 372, February 7, 1997.
Notice of Proposed Rulemaking: 3 A.AR. 826, March 21, 1997,
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5. Thename and address of agency personnel with whom persons may communicate regarding the rulemaking:

Name: Ermest Powell, Tax Analyst
Address: Tax Research and Analysis Section
Arizona Department of Revenue
1600 West Monroe
Phoenix, Arizona 85007
Telephone: (602) 542-4672
Fax: (602) 542-4680

6. An explanation of the rule_including the agency's reasons for initiating the rule:
The ruies provide guidance in the application of transaction privilege tax to persons engaged in business under the amusement
classification. The mles are adopted as amended to incorporate legislative changes and to conform to current rulemaking guide-
lines.

4. A_showing of good cause why the rule is necessary to promote 2 statewide interest if the rule will diminish a previous grant of

authoritv of 2 political subdivision of this state:
Mot applicable.

8. The summary of the economic, small business, and consumer. impact:
Identification of the Rulemaking:

In 1994, the Arizona Legistature enacted AR.S. § 42-1310.13(B)(1) that provides a deduction from the tax base under the
amusement classification for the gross income from membership fees, which provide for the right to use a health or fitness
establishment or a private recreational establishment. Health or fitness establishment is defined under ARS. §
42-1310.13(C)(1) and private recreational establishment is defined under A.R.S. § 42-1310.13(C){(2). The Department has
adopted as amended R15-5-406 to incorporate this legislative change.

In addition, the Department has adopted as amended the rules to conform to current rulemaking guidelines.
Summary of Information in the Economic, Small Business, and Consumer Impact Statement:

It is expected that the benefits of the rules will be greater than the costs. The amendment of these rules will benefit the pablic by
making the rules conform to current rulemaking guidelines which will make the rules clearer and easier to understand. In addi-
tion, the amendment of R15-3-406 will benefit the public by making the rule conform with current statutes. The Department will
incur the costs associated with the rulemaking process. Taxpayers are not expected to incur any expense in the amendment of

these rules.
9, A description of the changes between the proposed rules, including supplemental notices, and final rules (if applicable):
None. )

10. A summaryof ihe principal comments and the agency response fo them:
The Department did not receive any written or oral comments on the rule action after the publication of the rulemaking in the
Notice of Proposed Rulemaking.

11. Any other matters prescribed by statute that are applicable to the specific agency or to any specific rule or class of rules:
None.

12. Ingorporations by reference and their location in the rules:
None.

13. Was the rule previoysly adopted as an emergency rule?
No.

14. The full text of the rules follows:

TITLE 15. REVENUE

CHAPTER 5. DEPARTMENT OF REVENUE
TRANSACTION PRIVILEGE AND USE TAX SECTION

ARTICLE 4. SALESFAX ~ AMUSEMENT AMUSEMENTES ARTICLE 4. SALES FAN—— AMUSEMENT AMUSEMENTS

CLASSIFICATION CLASSIFICATION
Section R15-5-403. Amusement Devices machines
R15-5-403. Amusement Devices machines Gross proceeds of sales or gross income freeme from the opera-
R15-3-404.  Other Income tion of coin-operated and other devices maehines which provide
R15-5-406. Health or Fitness Establishments and Private elub amusement are 45 included in the tax base texeble under the
Recreational reereationat Establishments faeilities amusement this classification. Examples of such devices include:
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devices that play prerecorded music reeerd—players, electronic

games, pinball games, and billiard tables.

1. The_ tax base from the business of operating amusement
devices taxable-income-fromthe-operation is the gross

amount received from the amusement devices without
deduction for commissions paid, rental cost for the
equipment, or other expenses.
2. The Liobili :

ator-of-the-machines: ; =

: individual having direct control of
the funds generated by the amusement devices machines
shall pav the tax to the Department.

R15-5-404. Other Income

Gross receipts from the sale of programs, souvenirs, or any other
#tems of tangible personal property gre shatt-be included in the tax
base taxable under the retail classification,

R15-5-406. Health or Fitness Establishments and Private
elub Recreational veereational Establishments faeilities
erator of a “health or fitness establishment” or a “nri-

vale recreational establishment”, as defined in ARS. §
42-1310.13(C). shall exclude from the tax base under the

amusement classification afl gross proceeds of sales or grogs
income from membership fees and initiation fees which pro-
vide for the right to use the establishment, or any portion of

the establishment. for 28 days or more, and fees charged for
the use of the establishment by bona fide accompanied guests
of members, Any other fees for the use of a health or fitness
establishment or a private recreational establishment, or any

1. Sections Affected

Chapter 10 Repeal
Article 1 Repeal
RI18-10-101 Repeal
R18-10-102 Repeal
R18-10-103 Repeal
R18-10-104 Repeal
R18-10-105 Repeal
R18-10-106 Repeal
R18-10-107 Repeal
R18-10-108 Repeal
R18-10-10% Repeal
R18-10-110 Repeal
R18-10-111 Repeal
R18-10-112 Repeal
R18-10-113 Repeal
R18-10-114 Repeal
R18-1G-115 Repeal

implementing (specific);
3.  The effective date for the rules:

September 23, 1997,
October 17, 1997

i

PREAMBLE
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portion of such an establishment, are inciuded in the tax hase

of the amusement classification.

The Department shall not consider the gross proceeds of sales
or gross incorne derjved from other businesses that are on the
premises of a health, fitness or_recreational business when
determining whether a health, fitness. or_recreational busi-
ness meets the qualifications of a “health or fitness establish-
ment” or a “private recreational establishment” if the other
basinesses are separate and independent from the heaith, fit-
ness, or recreational business. Whether the other businesses
are separate and independent depends upon the facts in sach
case. The Department considers several factors in making
this determination including but not limited to the following:

1, Whether the business is open to both metnbers and non-
members,

2. Whether the primary purpose of the business is closely

related to the primary purpose of the health, fitness, or
recreational business.

3.  Whether the business could exist without the health, fit-
ness, or recreational business,

4. Whether the business shares assets or emplovees with
the health. fitness, or recreational business.Private-clubs

operating-reerentional-facilities—such-as-golf-courses;

e ":.:" g I BEQOaa--Pid
duessuch-income-is-notimable:

NOTICE OF FINAL RULEMAKING
TITLE 18. ENVIRONMENTAL QUALITY

CHAPTER 10. WASTEWATER MANAGEMENT AUTHORITY OF ARIZONA

Rulemaking Action

Authorizing & Implementing statutes: A.R.8. §§ 49-373(B)(7), 49-374, 49-374.01, and 49-376
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4.  Alist of all previous notices appearing in the Resister addressing the final role:
Notice of Rulemaking Docket Opening: 3 A AR 1419, May 30, 1997.

Notice of Proposed Rule: 3 A.AR. 1386, May 30, 1997,

5, The name and address of agency personnel with whom persons may communicate regarding the rulemaking:
Primary Name:  Lynn A. Keeling on behalf of the Board of Directors of the Water Infrastructure Finance Authority

Address: Arizona Department of Environmental Quality
3033 North Central Avenue
Phoenix, Arizona 85012
Telephone: (602) 207-2223, (800) 234-5677 ext. 2223 {Arizona only)
Fax; (602) 207-2251
TTD: {602) 207-4829
Secondary Name: Greg Swartz
Address: Water Infrastructure Finance Authority
3033 North Central Avenue
Phoenix, Arizona 85012
Telephone: (602) 207-4707, (800) 234-5677 ext. 4707 (Arizona only)
Fax: {602) 207-4888
TTD: (602) 207-4829

6. An explanation of the rule, including the agency's reasons for initiating the rule:
During the 43rd Legislative Session, Laws 1997, Ch. 130, was passed, The governor signed this bill into law on April 22, 1997.
The law became effective April 22, 1997, due to an emergency enactment. This legislation renamed the Wastewater Manage-
ment Authority of Arizona as the Water Infrastructure Finance Authority of Arizona (WIFA). Prior to this legislation, WIFA
operated as a financing organization for wastewater treatment systerns and nonpoint source projects. The new Autherity now
finances public drinking water factlities as well as wastewater facilities.

When a board or agency changes its function, it becomes a new organization. WIFA’s purpese for loaning money has not
changed, but the recipients of financial assistance and the funding sources have been expanded. This change is accomplished by
repealing the Wastewater Management Authority and its rules, and creating a new Chapter.

The following list represents the move of all repealed language from this Chapter to Chapter 13. There is no omission of the
repealed language in the new chapter and no new requirements for the financing of wastewater and nonpoint source projects,
just additional language to fully explain the current process.

Repealed Rules New Section
R18-10-101. Definitions R18-15-101
RI18-10-102. Types of Financial Assistance Available R18-15-201
R18-15-301
R18-15-401
R18-10-103. Eligibility Criteria for Financial Assistance R18-15-202
R18-15-302
R18-15-402
R18-10-104. Priority List R18-15-204
R18-15-304
R18-10-105. Priority Classes R18-15-205
R18-15-305
R18-10-106. Priority List Ranking Criteria R18-15-206
R18-15-306
R18-10-107. Financial Capability Criteria R18-15-104
R18-10-108. Environmental Review R18-15-107
R18-10-108. Application Process R18-15-102
R18-10-110. Federal Requirements R18-15-208
R18-15-308
R18-10-111. Project Construction R18-15-207
R18-15-307
R13-10-112. Fund Disbursements and Repayments R18-15-110
R18-10-113. Fund Administration R18-15-111
R18-10-114. Intended Use Plan and Interest Rate Determinations R18-13-203
R18-15-303
R18-10-115, Disputes R18-15-112
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authority of a pelitical subdivision of this state:
Not Applicable.

A summary of the economic, small business and consumer impaef;
This rule contains the process for public financing of wastewater treatment and nonpoint source pro_]ects Due toa legislative
change, Laws 1997, Ch. 130, the Wastewater Management Authority was given additional authority, a new name; “Water Infra
structure Finance Authority”, and new members were added to the authority. Due to the substantial changés to the authorzty, thi;
Chapter is repealed, but repiaced in its entirety with the new authority in 18 A.A.C. 15. Therefore, there is no economic impact ™ g
from this repeal. A copy of the full economic impact statement may be obtained by contacting Lynn Keeling at (602) 207-2223,
or within Arizona 1-800-234-5677, ext. 2223, or Greg Swartz at (602) 207-4707, or within Arizona 1-800-234-5677, ex. 4707.

9, A description of the changes between the proposed rules, including supplemental notices, and final rules:

None.

10. A summary of the principal comments and the agency response to them;
Neo comments were received.

11. Any other matters prescribed by statute that are applicable fo the specific agency or to any specific rule or class of rules.
Not applicable.

12. Incerporation by reference and their location in the rules.
Not applicable.

13. Was this rule previously adopted as an emergency rule and, if so. was the text changed between adoption as an emergency
and the adoption of these final rules?
No.

14. The full text of the rule:

TITLE 18. ENVIRONMENTAL QUALITY
CHAPTER 10, WASTFEWATER-MANAGCEMENF-ATTHORITY-OF-ARILONA

ARFICLE - FINANCING- WASTEWATER-FREATFMENT-  RI3-10-30% Einenelal-Gapability-Criterie Repsaled

EACHATIES AND-NONRPOINE- SOURCE-EROFECTS RI%-10-108: EmvironmentalReview Repealed
REPEALED R18-310-109. Applieation-Process Repealed
R18-16-16% Definitions Repealed R38-+0-410- Fee}‘efa%—ReqwemeﬂtsRepeaieé

RIS10-102. TypesefFinenciak-AssisinceAvailable Repealed ~ Rro-to-ik Project-Construction Repegled
R18-10-103- Ehigibiliny—Criteria—for—Finaneial—Assistance R12-30-3142. Fund-Disbursernents-and-Repayments Renealed

Repealed R18-15-143: Eund-Administretion Repealed
RIZ10-304: Prierity-List Repealed Ri8-H-1H4:  Intended-UsePlanend-Interest-Rate-Detesmina-
R18-10-105: Preority-Classes Repealed tions-Repealed
RI-10-106:  Priesitr-List-Ranking-Criteria Repealed R18-30-1t5: Bisputes Repealed

TYTLE 18. ENVIRONMENTAL QUALITY

ARFIGEE- - FINANCING- WASTEWATERFACHATHES-
AND-NONROINESOURCE-BISCHARGERROGRAMS

R18-16-101, Definitiens Bepealed

October 17, 1997 Page 2921 Volume 3, {ssue #42




Arizona Administrative Register

Notices of Final Rulemaking

¥
5
P .
b
o +
) £ -
D £
] H 1+
.
f
i
B
B - o
3 b P
B - g .
- i
th b
Lt 1§ &
£ b
2 5
0
& . 5
af I
b
b [x
E 3
H &
B ¢
X
I - {D ]
f
p T H
D 43
' I

3

mept-works:

$

the-Authority-pursusnt to-ARS-§-40-373: R18-10-102. Fypes—of—Finaneinl—Assistanee—Available

Seurees: ' Repealed

Nenpeint-Source-Prograsm:
2_67 “PfE.EH” ARG Eﬂf‘ di‘s{” E‘ 'EE:EEE]E ‘ 3 SEE 2_‘ J;[Et ” H l l -; -ﬁ ;1 . i ;;
Volume 3, Issue #42 Page 2622 : October 17, 1997




Arizona Administrative Register
Notices of Final Rulemaking

+ Poart—t-a-list—ef-these-wastewater—treatment—faeility R18-10-103. Brierity-Classes Repealed
October 17, 1997 Page 2923 ‘ Volume 3, Issue #42




Arizona Administrative Register
Notices of Final Rulemaking

R18-10-106. Priority-List-Ranldng-Criteria Repealed
A A e
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B. Thereciientshal Nonsoits -y
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R18-10-113.

Volume 3, Issue #42 Page 2928 Qctober 17, 1997



